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CALIFORNIA LEGISLATURE—2003-04 REGULAR SESSION

ASSEMBLY BILL No. 421

Introduced by Assembly-Members-Bymaly-and-CexMember
Steinberg

(Principal coauthor: Senator Torlakson)

February 14, 2003

Ar—acttoadd-Section11042310to-the Health-and-Safety- Code,
relating-te-eaneerAn act to add and repeal Article 3.5 (commencing
with Section 97.7) of Part 0.5 of Division 1 of, and to repeal Section
97.68 of, the Revenue and Taxation Code, relating to local government
finance.

LEGISLATIVE COUNSELS DIGEST
AB 421, as amended-Bymall§teinberg Prostate-caneerstudy:

herbal-supplementd ocal government finance: fiscal adjustment
period

Existing property tax law requires the county auditor, in each fiscal
year, to allocate property tax revenue to local jurisdictions in
accordance with specified formulas and procedures, and generally
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requiresthat each jurisdiction be allocated an amount equal to the total
of the amount of revenue allocated to that jurisdiction in the prior fiscal
year, subject to certain modifications, and that jurisdiction’s portion of
the annual tax increment, as defined. Existing property tax law also
reduces the amounts of ad valorem property tax revenue that would
otherwise be annually allocated to the county, cities, and special
districts pursuant to these general allocation requirements by
requiring, for purposes of determining property tax revenue allocations
in each county for the 1992-93 and 1993-94 fiscal years, that the
amounts of property tax revenue deemed allocated in the prior fiscal
year tothe county, cities, and special districts be reduced in decae

with certain formulas. It requires that the revenues not allocated to the
county, cities, and special districts as a result of these reductions be
transferred to the Educational Revenue Augmentation Fund in that
county for allocation to school districts, community college districts,
and the county office of education.

Existing law requires the county auditor to decrease, for the fiscal
adjustment period, as defined, the amount of ad valorem property tax
revenue allocated to a county’s Educational Revenue Augmentation
Fund by the countywide adjustment amount, as defined, and requires
the auditor to instead allocate this amount to the Sales and Use Tax
Compensation Fund in the county. Existing law requires, during this
same period, the county auditor to allocate moneys from the Sales and
Use Tax Compensation Fund to cities and counties to reimburse these
entitiesfor local tax revenue lossessulting from a specified statute, as
provided.

This bill instead would, for the fiscal adjustment period, require the
county auditor to decrease the amount of ad valorem property tax
revenue allocated to a county’s Educational Revenue Augmentation
Fund by either the countywide adjustment amount or the modified
countywide adjustment amount, as defined, and require the auditor to
instead allocate the applicable amount to the Sales and Use Tax
Compensation Fund in each county. This bill would, during this same
period, also require the county auditor to annually allocate moneys
from the Sales and Use Tax Compensation Fund among cities and
counties in accordance with specified formulas. The amount allocated
to a county or a city pursuant to these formulas would depend upon
whether a county or city selects the sales and use tax reimbursement
method or the property tax reimbursement method under the bill, as
specified.
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By imposing new allocation duties upon local tax officials in the
annual allocation of ad valorem property tax revenues, this bill would
impose a state-mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement, including the creation of a State Mandates Claims
Fund to pay the costs of mandates that do not exceed $1,000,000
statewideand other pocedures for claimg/hose statewide costs exceed
$1,000,000.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursemenrior those costs shall be made pursuant to these statutory
provisions.

This bill would become operative only if AB 407 of the 2003-04
Regular Session is chaptered.

Bxistinrg—tawprohtbits—any—person—from—undertaking—te—treat or
alleviate-canecer-by-use-ef drugs,surgery-orradiation-unlessthe person
heJd&dﬁeﬂse—ssued—&Hder—%aw—eﬁms—sta{&e*pFessbLaeﬁheﬁang the

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program:=yes

The people of the State of California do enact as follows:

SECHONT—Segtion0423 0 isadded-o the

N =
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SECTION 1. Article 3.5 (commencing with Section 97.7) is
added tdPart 0.5 of Division 1 of the Revenue and Taxation Code,
to read:

Article 3.5. The Fiscal Adjustment Period

97.7. For purposes of this article, all of the following apply:

(a) “Fiscal adjustment period” means the period beginning
with the 200405 fiscal year and continuing through the fiscal year
in which the Director of Finance notifies the State Board of
Equalization pursuant to subdivision (b) of Section 99006 of the
Government Code.

(b) “Countywide adjustment amount” means an amount equal
to the combined total revenue loss of the county and each city in
the county that is annually estimated by the Director of Finance,
based orthe taxable sales in that county in the prior fiscal year as
determined by the State Board of Equalization and reported to the
director on orbefore August 15 of each fiscal year during the fiscal
adjustment period, to result for each of those figeaks from the
0.5 percent reduction in local sales and use rate tax authority
applied by Section 7203.1.

(c) “Modified countywide adjustment amountieans the sum
of the following:

(1) The countywide adjustment amount for the relevant fiscal
year.

(2) (A) For the 2005—06 fiscal year, an amount as may be
necessary, adetermined pursuant to paragraph (2) of subdivision
(c) of Section 97.73, to complete the full reimbursement of each
local agency in the county for that local agency’s actual sales and
use tax revenue losses in the prior fiscal yesutting fronthe 0.5
percent reduction in local sales and use tax authority applied by
Section 7203.1.

(B) For the 2006-07 fiscal year and each fiscal year thereafter
during the fiscal adjustment period, an amount as may be
necessary, adetermined pursuant to paragraph (2) of subdivision
(c) of Section 97.73, to complete the full reimbursement of each of
the local agencies in the county that have, under Section 97.72,
selectedhe sales and use tax reimbursement method for that local
agency’s actual saleand use tax revenue losses in the prior fiscal
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year resulting from the 0.5 paant reduction in local sales and use
tax authority applied by Section 7203.1.

(3) An amount equal to the countywide property tax
reimbursement amount.

(d) (1) (A) “Local agency property tax reimbursement
amount” means an amount, determined by the Director of
Finance that is equal to the total amount efenue allocated from
the Sales and Use Tax Compensation Fund in the prior fiscal year,
includingany adjustmentequired byparagraph (2) of subdivision
(c) of Section 97.73, to each local agency that has, under Section
97.72, selected the property tax reimbursement method, as that
total amount is adjusted by that portion of the annual taxeimant
for the current fiscal year that corresponds to that amount, as
provided by Section 96.5 or any other applicable provisidhisf
chapter.

(B) The amount determined for each local agency pursuant to
subparagraph (A) shall be reduced pursuant to clause (iii) if the
Director of Finance estimates that, for the fiscal year for which the
determination is made, the amount described in clausx¢geds
the amount described in clause (ii):

(i) The estimated statewide total of the amounts that would be
allocatedpursuant to subdivision (c) of Section 97.73 if clause (iii)
did not apply for that fiscal year.

(i) The sum of the following three estimated amounts:

() The statewide total amount of revenue that would be
allocated pursuant to subdivision (c) of Section 97.73 for that
fiscal year if every county and city in the state had, under Section
97.72, selected the sales and use tax reimbursement method.

(I The statewide total amount estimated to be allocated
pursuant to Section 97.5 for that fiscal year to all Educational
Revenue Augmentation Funds.

(1) One-fourth of the statewide total amounts allocated
pursuant tdSection 97.5 for the 2003-04 and 2004-05 fiscal years
to all Educational Revenue Augmentation Funds.

(ii) If the amount estimated in clause (i) exceeds the amount
estimated in clause (ii), the statewide total of the amounts
determined pursuant to subparagraph (A) for all local agencies
thathave selected the property tax reimbursement method shall be
reduced by an amount equal to this excess amount. The amount of
this reduction shall be apportioned among the local agencies that
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have selected the property tax reimbursement method in amounts
determined in accordance with each of these local agency’s
proportionate share of the statewide total of the amounts that
would bedetermined pursuant to subparagraph (A) in the absence
of this clause.

(2) “Countywide property tax reimbursement amount” means
an amount equal to the difference between the following two
amounts:

(A) The total of the actual amounts determined in a fiscal year,
pursuant tgparagraph (1), for all local agencies in the county that,
under Section 97.72, selected the property tax reimbursement
method.

(B) That portion of the actual amounts described in
paragraphs (1) and (2) of subdivision (c) for that fiscal year that
is attributable to the local agencies in the county that selected the
property tax reimbursement method.

97.71. This article may not be construed to do any of the
following:

(a) Reduce any excess Educational Revenue Augmentation
Fund amounts that were allocated to cities, counties, city and
counties, or special districts in the 2003-04 fiscal year pursuant
to clause (i) of subparagraph (B) of paragraph (4) of subdivision
(d) of Section 97.2 and clause (i) of subparagraph (B) of
paragraph (4) of subdivision (d) of Section 97.3.

(b) Require an increased ad valorem property tax revenue
allocation to a community redevelopment agency.

(c) Alter the manner in which ad valorem property tax revenue
growth from fiscal year to fiscal year is determined or allocated in
a county.

97.72. (a) Subject to subdivision (b), on or before July 21,
2005, the governing body of each county and of each city shall, by
written notice to the county auditor and the Director of Finance,
irrevocably select for the fiscal adjustment period either the sales
and use tax reimbursement method or the property tax
reimbursement method of allocation from a Sales and Use Tax
Compensation Fund.

(b) A county or city may select the property tax reimbursement
method under subdivision (a) only if that county or city has
adopted a general plan housing element that the Department of
Housing and Community Development has found substantially
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complies with the requirements of Article 10.6 (commencing with
Section 65580) of Chapter 3 of Division 1 of Title 7 of the
Government Code.

97.73. (a) Notwithstanding any other provision of law, in
allocating advalorem property tax revenue for the first fiscal year
during the fiscal adjustment period, all of the following
modifications apply:

(1) The auditor shall reduce the total amount of ad valorem
property tax revenue otherwise required to be allocated to the
county’s Educational Revenue Augmentation Fund by the
countywide adjustment amount.

(2) The auditor shall deposit the countywide adjustment
amount in a Sales and Use Tax Compensation Fund that shall be
established in the treasury of each county.

(3) (A) On or before September 1, 2004, the Director of
Finance shall notify each county auditor of that portion of the
countywide adjustment amount that is attributable to the county
and each city within that county.

(B) Theauditor shall allocate revenues in the Sales and Use Tax
Compensation Fund among the county and cities in the county in
the amounts described in subparagraph (A).

(b) Notwithstanding any other provision of law, in allocating
ad valorem property tax revenues for the second fiscal year and
each fiscal year thereafter during the fiscal adjustment period, all
of the following apply:

(1) The auditor shall reduce the total amount of ad valorem
property tax revenue otherwise required to be allocated to a
county’s Educational Revenue Augmentation Fund by the
modified countywide adjustment amount.

(2) The auditor shall deposit the modified countywide
adjustmenamount in the county Sales and Use Caxpensation
Fund, and shall allocate the moneys in that fund among the county
and the cities in the county in the manner required by subdivision
(©).

(c) In the second fiscal year and each fiscal year thereafter
during the fiscal adjustment period:

(1) For acounty or a city that, under Section 97.72, selected the
sales and use tax reimbursement method, both of the following

apply:
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(A) On or before September 1, 2005, and on or before
September 1 of each fiscal year thereafter during the fiscal
adjustment period, the Director of Finance shall notify each
county auditor of that portion of the modified countywide
adjustment amount, specified in paragraph (1) of subdivision (c)
of Section 97.7, for that fiscal year that is attributable to each local
agency in the county that selected the sales and use tax
reimbursement method.

(B) The auditor shall allocate from the Sales and Use Tax
Compensatiofrund the amount described in subparagraph (A) to
each local agency that selected the sales and use tax
reimbursement method. The auditor shall allocate one-half of this
amount in each January during the fiscal adjustment period and
shall allocate the balance of this amount in each May during the
fiscal adjustment period.

(2) (A) After the end of each fiscal year during the fiscal
adjustment period, other than a fiscal year subject to subdivision
(d), the Director of Finance shall determine the actual sales and
use tax revenue loss in the prior fiscal year, resulting from the 0.5
percent reduction in local sales and use tax authority applied by
Section 7203.1, for, in the 2004-05 fiscal year, each local agency
in a county, and in each fiscal year thafter,for each local agency
in a county that selected the sales and use tax reimbursement
method, and notify each county auditor of this amount.

(B) If the amount determined under subparagraph (A) for each
applicable local agency is greater than the amount otherwise
allocated to that local agency pursuant to, as applicable,
subparagraph (B) of paragraph (3) of subdivision (a) or
subparagraph (B) of paragraph (1) in the prior fiscal year, the
county auditor shall, in the fiscal year next following the fiscal
year for which that allocation was made, allocate an amount of
revenue equal to this difference from the county Sald4Jse Tax
Compensation Fund to the applicable local agency at the same
time that other revenues are allocated pursuant to this section.

(C) If the amount determined under subparagraph (A) for each
applicable local agency is less than the amount otherwise
allocated to that local agency pursuant to, as applicable,
subparagraph (B) of paragraph (3) of subdivision (a) or
subparagraph (B) of paragraph (1) in the prior fiscal year, in the
fiscal year next following the fiscal year for which that allocation
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was made, the total amount of revenue otherwise required to be
allocated tathe applicable local agency from the county Sales and
Use Tax Compensation Fund shall be reduced by an amount equal
to this difference.

(3) The auditor shall allocate, from the Sales and Use Tax
Compensation Fund, to each local agency that, under Section
97.72, selected the property tax reimbursement method that local
agency'’s property tax reimbursement amount. The auditor shall
allocate one-half of this amount in each January during the fiscal
adjustmenperiod and shall allocate the balance of this amount in
each May during the fiscal adjustment period.

(d) (1) If the rate modifications in subdivision (a) of Section
7203.1 cease to apply during any calendar quarter that is not the
calendar quarter in which the fiscal year begins, the auditor shall
reallocate fronthe county and each city in the county to the county
Educational Revenue Augmentation Fund the local agency’s
excess amount, as defined in paragraph (2), by June 30 of that
fiscal year.

(2) For purposes of this subdivision, “excess amount” means
the product of both of the following:

(A) The total amount of ad valorem property tax revenue
allocated to that local agency in that fiscal year pursuant to, as
applicable, subparagraph (B) of paragraph (1) of subdivision (c)
or paragraph (3) of subdivision (c).

(B) That percentage of the fiscal year in which Section 7203.1
IS not operative.

(e) For the 2005-06 fiscal year and each fiscal year thereafter,
the amounts determined under subdivision (a) of Section 96.1, or
any successor to that provision, may not reflect any portion of any
property tax revenue allocation required by this section for a
preceding fiscal year.

97.74. The Director of Finance shall make the estimates,
determinationsand adjustmentsequired bythis article and notify
the auditor of each county of these amounts and of the allocations
required bythis article on or before September 1 of each fiscal year
during the fiscal adjustment period.

97.75. This article is repealed on June 30 of the fiscal year in
which the Director of Finance notifies the State Board of
Equalization under subdivision (b) of Section 99006 of the
Government Code.
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SEC. 2. Section 97.68 of the Revenue and Taxation Code is
repealed.
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SEC. 3. Notwithstanding Section 17610 of the Government
Code, if the Commission on State Mandates determines that this
act contains costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made
pursuant to Part 7 (commencing with Section 17500) of Division
4 of Title 2 of the Government Code. If the statewide cost of the
claim for reimbursement does not exceed one million dollars
($1,000,000), reimbursement shall be made from the State
Mandates Claims Fund.

SEC. 4. This act may not become operative unless Assembly
Bill 407 of the 2003—-04 Regular Session is chaptered.

H@AQ%—LG—(a)—élé—'Fhe—depaFHﬂem—shalkeendﬁet—a—s%udy on
herbal-supplementsused-ferthe benefit-of prostatecaneerpatients
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